
 
 
Patricia M. French 
Senior Attorney      300 Friberg Parkway 

Westborough, Massachusetts 01581 
       (508) 836-7394 
       (508) 836-7039 (facsimile) 
       pfrench@nisource.com
 
       August 11, 2005 
 
 
BY OVERNIGHT DELIVERY AND E-FILE 
 
Mary L. Cottrell, Secretary 
Department of Telecommunications and Energy 
One South Station 
Boston, MA  02110 
 
Re: Bay State Gas Company, D.T.E. 05-27
 
Dear Ms. Cottrell: 
 
 Enclosed for filing, on behalf of Bay State Gas Company (“Bay State”), please find Bay 
State’s responses to the following Record Requests: 
 
From the Attorney General: 
 

RR-AG-60    
 

From the Department: 
 

RR-DTE-126   RR-DTE-136 (Bulk)  RR-DTE-144 
        
RR-DTE-149   RR-DTE-157                  

  
Please do not hesitate to telephone me with any questions whatsoever. 

 
 Very truly yours, 
 

 
       Patricia M. French 
 
cc:   Per Ground Rules Memorandum issued June 13, 2005: 

 
Paul E. Osborne, Assistant Director – Rates and Rev. Requirements Div. (1 copy) 
A. John Sullivan, Rates and Rev. Requirements Div. (4 copies) 
Andreas Thanos, Assistant Director, Gas Division (1 copy) 
Alexander Cochis, Assistant Attorney General (4 copies) 
Service List (1 electronic copy) 

mailto:pfrench@nisource.com


COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE ATTORNEY GENERAL 
D.T.E. 05-27 

 
Date: August 11, 2005 

 
Responsible: Earl M. Robinson, Consultant (Depreciation) 

 

RR-AG-60: Determine what the net salvage would have been without the sale of 
equipment to EUSA during the 2000-2001 time frame. 

 
 
Response:  See Attachment RR-AG-60 (A) for the requested net salvage analysis 

schedules related to Account 305, Attachment RR-AG-60 (B) for the 
requested net salvage analysis schedules related to Account 311, and 
Attachment RR-AG-60 (C) for the requested net salvage analysis 
schedules related to Account 320. 

 
 



Year
Orginal Cost Of 

Retirements

Gross Salvage Cost of Removal Net Salvage

305.00   STRUCTURES AND IMPROVEMENTS

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1980 - 2003

Annual Activity

Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

1980 1,199.00 0.00 482.00 (482.00) -40.20%40.20%0.00%

1981 563.00 0.00 0.00 0.00 0.00%0.00%0.00%

1982 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1983 13,185.00 9,460.00 0.00 9,460.00 71.75%0.00%71.75%

1984 7,266.00 0.00 0.00 0.00 0.00%0.00%0.00%

1985 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1986 252.00 0.00 0.00 0.00 0.00%0.00%0.00%

1987 802.00 0.00 0.00 0.00 0.00%0.00%0.00%

1988 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1989 1,366.00 0.00 0.00 0.00 0.00%0.00%0.00%

1990 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1991 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1992 60,828.71 0.00 0.00 0.00 0.00%0.00%0.00%

1993 35,097.82 0.00 0.00 0.00 0.00%0.00%0.00%

1994 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1995 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1996 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1997 32,289.25 0.00 0.00 0.00 0.00%0.00%0.00%

1998 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1999 1,650.00 54,519.88 0.00 54,519.88 3304.24%0.00%3304.24%

2000 91,947.59 0.00 0.00 0.00 0.00%0.00%0.00%

2001 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

2002 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

2003 55,013.46 14,843.00 0.00 14,843.00 26.98%0.00%26.98%

Response to xRR-AG-60
Acct 305-Page 1 of 3

Attachment RR-AG-60 (A)



Year Orginal Cost Of 
Retirements

Gross Salvage Cost of Removal Net Salvage

305.00   STRUCTURES AND IMPROVEMENTS

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1980 - 2003
Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

Three - Year Rolling Bands

1980 - 1982 1,762.00 0.00 482.00 (482.00) -27.36%27.36%0.00%

1981 - 1983 13,748.00 9,460.00 0.00 9,460.00 68.81%0.00%68.81%

1982 - 1984 20,451.00 9,460.00 0.00 9,460.00 46.26%0.00%46.26%

1983 - 1985 20,451.00 9,460.00 0.00 9,460.00 46.26%0.00%46.26%

1984 - 1986 7,518.00 0.00 0.00 0.00 0.00%0.00%0.00%

1985 - 1987 1,054.00 0.00 0.00 0.00 0.00%0.00%0.00%

1986 - 1988 1,054.00 0.00 0.00 0.00 0.00%0.00%0.00%

1987 - 1989 2,168.00 0.00 0.00 0.00 0.00%0.00%0.00%

1988 - 1990 1,366.00 0.00 0.00 0.00 0.00%0.00%0.00%

1989 - 1991 1,366.00 0.00 0.00 0.00 0.00%0.00%0.00%

1990 - 1992 60,828.71 0.00 0.00 0.00 0.00%0.00%0.00%

1991 - 1993 95,926.53 0.00 0.00 0.00 0.00%0.00%0.00%

1992 - 1994 95,926.53 0.00 0.00 0.00 0.00%0.00%0.00%

1993 - 1995 35,097.82 0.00 0.00 0.00 0.00%0.00%0.00%

1994 - 1996 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1995 - 1997 32,289.25 0.00 0.00 0.00 0.00%0.00%0.00%

1996 - 1998 32,289.25 0.00 0.00 0.00 0.00%0.00%0.00%

1997 - 1999 33,939.25 54,519.88 0.00 54,519.88 160.64%0.00%160.64%

1998 - 2000 93,597.59 54,519.88 0.00 54,519.88 58.25%0.00%58.25%

1999 - 2001 93,597.59 54,519.88 0.00 54,519.88 58.25%0.00%58.25%

2000 - 2002 91,947.59 0.00 0.00 0.00 0.00%0.00%0.00%

2001 - 2003 55,013.46 14,843.00 0.00 14,843.00 26.98%0.00%26.98%

Response to xRR-AG-60
Acct 305-Page 2 of 3

Attachment RR-AG-60 (A)



Year Orginal Cost Of 
Retirements

Gross Salvage Cost of Removal Net Salvage

305.00   STRUCTURES AND IMPROVEMENTS

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1980 - 2003
Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

Three - Year Rolling Bands

1980 - 2003 301,459.83 78,822.88 482.00 78,340.88 25.990.1626.15

2003Trend Analysis (End Year)

*Based Upon Three - Year Rolling Averages

Annual Inflation Rate 2.75%

Average Service Life (ASL) 42.0

Average Retirement Age (Yrs) 6.9

Years To ASL 35.1

2.59Inflation Factor At  2.75% to ASL

Gross Salvage

Cost Of Removal

Net Salvage

-36.85%

0.41%

-37.26%

Gross Salvage
Linear Trend Analysis

20 - Year Trend
15 - Year Trend
10 - Year Trend
 5 - Year Trend

54.42%
37.56%

59.39%
-36.85%

1984-2003
1989-2003
1994-2003
1999-2003

Forcasted

( Five Year Trend )

% % %

Response to xRR-AG-60
Acct 305-Page 3 of 3

Attachment RR-AG-60 (A)



Year
Orginal Cost Of 

Retirements

Gross Salvage Cost of Removal Net Salvage

311.00   LIQUEFIED PETROLEUM GAS EQUIPMENT

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1983 - 2003

Annual Activity

Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

1983 771.00 0.00 0.00 0.00 0.00%0.00%0.00%

1984 4,660.00 0.00 0.00 0.00 0.00%0.00%0.00%

1985 2,882.00 0.00 0.00 0.00 0.00%0.00%0.00%

1986 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1987 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1988 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1989 2,294.00 0.00 0.00 0.00 0.00%0.00%0.00%

1990 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1991 3,403.00 0.00 0.00 0.00 0.00%0.00%0.00%

1992 46,479.38 8,433.75 0.00 8,433.75 18.15%0.00%18.15%

1993 55,002.82 0.00 0.00 0.00 0.00%0.00%0.00%

1994 1,490.33 0.00 0.00 0.00 0.00%0.00%0.00%

1995 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1996 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1997 23,888.14 0.00 0.00 0.00 0.00%0.00%0.00%

1998 24,919.41 0.00 0.00 0.00 0.00%0.00%0.00%

1999 70,144.90 0.00 0.00 0.00 0.00%0.00%0.00%

2000 932,055.57 0.00 0.00 0.00 0.00%0.00%0.00%

2001 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

2002 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

2003 195,744.53 0.00 0.00 0.00 0.00%0.00%0.00%

Response to xRR-AG-60
Acct 311-Page 1 of 3

Attachment RR-AG-60 (B)



Year Orginal Cost Of 
Retirements

Gross Salvage Cost of Removal Net Salvage

311.00   LIQUEFIED PETROLEUM GAS EQUIPMENT

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1983 - 2003
Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

Three - Year Rolling Bands

1983 - 1985 8,313.00 0.00 0.00 0.00 0.00%0.00%0.00%

1984 - 1986 7,542.00 0.00 0.00 0.00 0.00%0.00%0.00%

1985 - 1987 2,882.00 0.00 0.00 0.00 0.00%0.00%0.00%

1986 - 1988 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1987 - 1989 2,294.00 0.00 0.00 0.00 0.00%0.00%0.00%

1988 - 1990 2,294.00 0.00 0.00 0.00 0.00%0.00%0.00%

1989 - 1991 5,697.00 0.00 0.00 0.00 0.00%0.00%0.00%

1990 - 1992 49,882.38 8,433.75 0.00 8,433.75 16.91%0.00%16.91%

1991 - 1993 104,885.20 8,433.75 0.00 8,433.75 8.04%0.00%8.04%

1992 - 1994 102,972.53 8,433.75 0.00 8,433.75 8.19%0.00%8.19%

1993 - 1995 56,493.15 0.00 0.00 0.00 0.00%0.00%0.00%

1994 - 1996 1,490.33 0.00 0.00 0.00 0.00%0.00%0.00%

1995 - 1997 23,888.14 0.00 0.00 0.00 0.00%0.00%0.00%

1996 - 1998 48,807.55 0.00 0.00 0.00 0.00%0.00%0.00%

1997 - 1999 118,952.45 0.00 0.00 0.00 0.00%0.00%0.00%

1998 - 2000 1,027,119.88 0.00 0.00 0.00 0.00%0.00%0.00%

1999 - 2001 1,002,200.47 0.00 0.00 0.00 0.00%0.00%0.00%

2000 - 2002 932,055.57 0.00 0.00 0.00 0.00%0.00%0.00%

2001 - 2003 195,744.53 0.00 0.00 0.00 0.00%0.00%0.00%

Response to xRR-AG-60
Acct 311-Page 2 of 3

Attachment RR-AG-60 (B)



Year Orginal Cost Of 
Retirements

Gross Salvage Cost of Removal Net Salvage

311.00   LIQUEFIED PETROLEUM GAS EQUIPMENT

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1983 - 2003
Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

Three - Year Rolling Bands

1983 - 2003 1,363,735.08 8,433.75 0.00 8,433.75 0.620.000.62

2003Trend Analysis (End Year)

*Based Upon Three - Year Rolling Averages

Annual Inflation Rate 2.75%

Average Service Life (ASL) 36.0

Average Retirement Age (Yrs) 27.9

Years To ASL 8.1

1.25Inflation Factor At  2.75% to ASL

Gross Salvage

Cost Of Removal

Net Salvage

0.00%

0.00%

0.00%

Gross Salvage
Linear Trend Analysis

20 - Year Trend
15 - Year Trend
10 - Year Trend
 5 - Year Trend

-0.88%
1.75%

-1.64%
0.00%

1984-2003
1989-2003
1994-2003
1999-2003

Forcasted

( Five Year Trend )

% % %

Response to xRR-AG-60
Acct 311-Page 3 of 3

Attachment RR-AG-60 (B)



Year
Orginal Cost Of 

Retirements

Gross Salvage Cost of Removal Net Salvage

320.00   OTHER EQUIPMENT

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1982 - 2003

Annual Activity

Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

1982 1,245.00 0.00 0.00 0.00 0.00%0.00%0.00%

1983 47,472.00 256.00 0.00 256.00 0.54%0.00%0.54%

1984 464.00 0.00 0.00 0.00 0.00%0.00%0.00%

1985 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1986 513.00 0.00 0.00 0.00 0.00%0.00%0.00%

1987 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1988 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1989 22,133.00 0.00 0.00 0.00 0.00%0.00%0.00%

1990 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1991 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1992 16,499.91 0.00 0.00 0.00 0.00%0.00%0.00%

1993 74,696.79 0.00 0.00 0.00 0.00%0.00%0.00%

1994 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1995 5,776.09 0.00 0.00 0.00 0.00%0.00%0.00%

1996 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

1997 10,738.33 0.00 0.00 0.00 0.00%0.00%0.00%

1998 3,715.56 0.00 0.00 0.00 0.00%0.00%0.00%

1999 14,267.47 0.00 0.00 0.00 0.00%0.00%0.00%

2000 132,007.91 0.00 0.00 0.00 0.00%0.00%0.00%

2001 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

2002 0.00 0.00 0.00 0.00 0.00%0.00%0.00%

2003 92,223.39 0.00 0.00 0.00 0.00%0.00%0.00%

Response to xRR-AG-60
Acct 320-Page 1 of 3

Attachment RR-AG-60 (C)



Year Orginal Cost Of 
Retirements

Gross Salvage Cost of Removal Net Salvage

320.00   OTHER EQUIPMENT

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1982 - 2003
Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

Three - Year Rolling Bands

1982 - 1984 49,181.00 256.00 0.00 256.00 0.52%0.00%0.52%

1983 - 1985 47,936.00 256.00 0.00 256.00 0.53%0.00%0.53%

1984 - 1986 977.00 0.00 0.00 0.00 0.00%0.00%0.00%

1985 - 1987 513.00 0.00 0.00 0.00 0.00%0.00%0.00%

1986 - 1988 513.00 0.00 0.00 0.00 0.00%0.00%0.00%

1987 - 1989 22,133.00 0.00 0.00 0.00 0.00%0.00%0.00%

1988 - 1990 22,133.00 0.00 0.00 0.00 0.00%0.00%0.00%

1989 - 1991 22,133.00 0.00 0.00 0.00 0.00%0.00%0.00%

1990 - 1992 16,499.91 0.00 0.00 0.00 0.00%0.00%0.00%

1991 - 1993 91,196.70 0.00 0.00 0.00 0.00%0.00%0.00%

1992 - 1994 91,196.70 0.00 0.00 0.00 0.00%0.00%0.00%

1993 - 1995 80,472.88 0.00 0.00 0.00 0.00%0.00%0.00%

1994 - 1996 5,776.09 0.00 0.00 0.00 0.00%0.00%0.00%

1995 - 1997 16,514.42 0.00 0.00 0.00 0.00%0.00%0.00%

1996 - 1998 14,453.89 0.00 0.00 0.00 0.00%0.00%0.00%

1997 - 1999 28,721.36 0.00 0.00 0.00 0.00%0.00%0.00%

1998 - 2000 149,990.94 0.00 0.00 0.00 0.00%0.00%0.00%

1999 - 2001 146,275.38 0.00 0.00 0.00 0.00%0.00%0.00%

2000 - 2002 132,007.91 0.00 0.00 0.00 0.00%0.00%0.00%

2001 - 2003 92,223.39 0.00 0.00 0.00 0.00%0.00%0.00%

Response to xRR-AG-60
Acct 320-Page 2 of 3

Attachment RR-AG-60 (C)



Year Orginal Cost Of 
Retirements

Gross Salvage Cost of Removal Net Salvage

320.00   OTHER EQUIPMENT

Bay State Gas Company
Total Company

Based Upon Experienced Net Salvage 1982 - 2003
Forecasted Future Net Salvage

Amount                 % Amount                 % Amount                 %

Three - Year Rolling Bands

1982 - 2003 421,752.45 256.00 0.00 256.00 0.060.000.06

2003Trend Analysis (End Year)

*Based Upon Three - Year Rolling Averages

Annual Inflation Rate 2.75%

Average Service Life (ASL) 20.0

Average Retirement Age (Yrs) 12.6

Years To ASL 7.4

1.22Inflation Factor At  2.75% to ASL

Gross Salvage

Cost Of Removal

Net Salvage

0.00%

0.00%

0.00%

Gross Salvage
Linear Trend Analysis

20 - Year Trend
15 - Year Trend
10 - Year Trend
 5 - Year Trend

0.00%
-0.10%

0.00%
0.00%

1984-2003
1989-2003
1994-2003
1999-2003

Forcasted

( Five Year Trend )

% % %

Response to xRR-AG-60
Acct 320-Page 3 of 3

Attachment RR-AG-60 (C)



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: August 10, 2005 

 
Responsible: Joseph A. Ferro, Manager Regulatory Policy 

 
 
RR-DTE-126: Regarding Schedule JAF-2-8, page 11, please indicate the units of measurement 

for each of the terms used in the formula.  Also, please add to the ABRAM, 
where appropriate, the definition for the maximum increase to any individual rate 
element, if the Company’s proposal is not the GDP-PI.  

 
 
Response:    Please see Attachment RR-DTE-126.  The requested additions have been 

inserted in bold red-line, while the previous changes requested in RR-DTE-101 
remain in regular red-line. 



 

Attachment RR-DTE-126 
BAY STATE GAS COMPANY M.D.T.E. No. 63 
 Page 1 of 20   

 
 

ANNUAL BASE RATE ADJUSTMENT MECHANISM 
 
 

 

 
 
 
Issued by: Stephen H. Bryant Issued On: April 27, 2005 
 President Effective: June 1, 2005 
 

Section 
 
 1.0 Purpose 
 2.0 Effective Date 
 3.0 Applicability 
 4.0 Definitions 
 5.0 Annual Base Rate Adjustment Formula 
 6.0 Determination of Initial Base Rates 
 7.0 Calculation of PBR Annual Rate Adjustment 
 8.0 Calculation of Energy Efficiency Adjustment Factor 
 9.0 Calculation of SIR Base Rate Adjustment  
10.0 Reporting Requirements 
11.0 Currently Effective Rate Adjustment Table 
 
 
1.0 Purpose 
 
The purpose of the Annual Base Rate Adjustment Mechanism (“ABRAM”) is to establish 
procedures that allow Bay State Gas Company ("Bay State" or the "Company") subject to the 
jurisdiction of the Department of Telecommunications and Energy ("Department") to adjust, on 
an annual basis, its base rates for firm gas sales and firm transportation service pursuant to the 
Company’s Performance Based Rate (“PBR”) and Steel Infrastructure Replacement (“SIR”) 
programs and to reflect the annualized impact of energy efficiency savings (“EES”).  The PBR 
program encompasses a price cap rate indexing mechanism, as well as earnings sharing above and 
below established thresholds and recovery of exogenous costs.  The SIR program provides for 
base rate adjustments that allow Bay State to recover the costs associated with accelerated 
replacement of bare and unprotected coated steel distribution mains and other Eligible Facilities.  
EES are the therm savings attributable to the installation of demand-side management (“DSM”) 
measures pursuant to the Company’s DSM programs as approved by the Department from time-
to-time. 
 
 



 

Attachment RR-DTE-126 
BAY STATE GAS COMPANY M.D.T.E. No. 63 
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ANNUAL BASE RATE ADJUSTMENT MECHANISM 
 
 

 

 
 
 
Issued by: Stephen H. Bryant Issued On: April 27, 2005 
 President Effective: June 1, 2005 
 

2.0 Effective Date 
 
The ABRAM shall be effective June 1, 2005 and shall continue subject to the terms of the PBR 
and SIR mechanisms set forth below.  The initial rates established in accordance with Section 6.0 
shall remain in effect until October 31, 2006.  Subsequent base rate adjustments shall occur so 
long as either the PBR or SIR mechanisms remain effective or EES continue to be realized.  In the 
event that both the PBR and SIR mechanisms are terminated and EES are no longer realized, the 
Company’s base rates, as adjusted pursuant to the ABRAM, shall remain in effect until modified 
by the Department pursuant to a subsequent base rate proceeding. 
 
 2.1 Term of PBR Base Rate Adjustment Mechanism 
 

The PBR Base Rate Adjustment mechanism shall continue for a term of five years through 
October 31, 2010.  No further adjustment to the PBR component of the ABRAM shall 
occur after the completion of the five-year term ending October 31, 2010. 

 
 2.2 Term of SIR Base Rate Adjustment Mechanism 

 
The SIR Base Rate Adjustment mechanism shall remain in effect until the Company’s 
base rates are modified by the Department pursuant to a subsequent base rate proceeding. 

 
 
3.0 Applicability 
 
This mechanism shall apply an adjustment to the base rates of each of the Company’s firm sales 
and firm transportation Rate Schedules, subject to the jurisdiction of the Department, as 
determined in accordance with the provisions of this mechanism.  Such ABRAM shall be 
determined annually by the Company as defined below, subject to review and approval by the 
Department as provided for in this mechanism. 
 
 



 

Attachment RR-DTE-126 
BAY STATE GAS COMPANY M.D.T.E. No. 63 
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ANNUAL BASE RATE ADJUSTMENT MECHANISM 
 
 

 

 
 
 
Issued by: Stephen H. Bryant Issued On: April 27, 2005 
 President Effective: June 1, 2005 
 

4.0 Definitions 
 
The following definitions shall apply throughout the provisions of the ABRAM tariff. 
 
 (1) Base Rate Element is any customer, volumetric or demand charge reflected in the 

Company’s Rate Schedules that recovers a portion of the Company’s base revenue 
requirement as established by the Department in its most recent base rate case. 

 (2) Base Rates are the compilation of Base Rate Elements for all of the Company’s Rate 
Schedules 

 (3) Calendar Year is the annual period beginning on January 1st and ending on December 
31st. 

 (4) Customer Class is the group of customers all taking service pursuant to the same Rate 
Schedule. 

 (5) Energy Efficiency Savings shall be the annualized therm savings attributable to 
energy efficiency measures installed during the Calendar Year. 

 (6) Off-peak Period is the continuous period from May 1st through October 31st. 

 (7) PBR Adjusted Base Rate is the base rate in effect for the Prior Year plus the rate 
change calculated through the application of the PBR Price Cap Formula to the base 
rates in effect for the Prior Year.  

 (8) PBR Price Cap Formula is the mathematical expression set forth in Section 7.3 used 
to calculate the percentage change in Base Rates for the Rate Year. 

 (9) Peak Period is the continuous period from November 1st through April 30th. 

 (10) Prior Year is the annual period ending immediately prior to the Rate Year. 

 (11) Rate Year is the annual period that the adjusted base rates shall be effective beginning 
on November 1st. 
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ANNUAL BASE RATE ADJUSTMENT MECHANISM 
 
 

 

 
 
 
Issued by: Stephen H. Bryant Issued On: April 27, 2005 
 President Effective: June 1, 2005 
 

 (12) SIR Revenue Requirements are the revenue requirements for the Company’s SIR 
program for the Rate Year. 

 (13) SIR Base Rate is the total component of the Company’s Base Rates that recovers the 
aggregate SIR Revenue Requirements for investments made over the duration of the 
SIR Program. 

 
 
5.0 Annual Base Rate Adjustment Formula 
 
The annual base rate adjustment formula shall be applied for each Base Rate Element of each 
Rate Schedule and shall be calculated in accordance with the following formula: 
 

n,e n,e n,e n,e n,e n,eBR T = (BRT-1 – BR_SIR T-1 ) x (1 + PBR_CAPT ) x (1 + EE_ADJT ) + BR_SIRT 

    
 
 
Where: 
 

n,e BRT The Base Rate Element e applicable to Rate Schedule n for the Rate Year 
n,e BRT-1 The Base Rate Element e applicable to Rate Schedule n for the Prior Year 

n,e BR_SIR T-1 The SIR Base Rate for Base Rate Element e applicable to Rate Schedule n for 
the Prior Year 

n,e PBR_CAPT The percentage change for Base Rate Element e applicable to Rate Schedule n 
for the Rate Year calculated pursuant to the Company’s PBR Program. 

n,e EE_ADJT The Energy Efficiency Adjustment Percentage for Base Rate Element e 
applicable to Rate Schedule n for the Rate Year 
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n,e BR_SIR T The SIR Base Rate for Base Rate Element e applicable to Rate Schedule n for 
the Rate Year 

 
 
6.0 Determination of Initial Base Rates 
 
The initial base rates shall be those established by the Department in Docket No. D.T.E. 05-27.  
The initial base rates shall be set forth in Column (I) of the Currently Effective Rate Adjustment 
Table contained in Section 11.0 to be effective through October 31, 2006.  The first ABRAM 
change to the initial base rates shall be effective November 1, 2006.  The Rate Adjustment Table 
contained in Section 11.0 shall be updated each year in the Company’s annual ABRAM filings. 
 
 
7.0 Calculation of PBR Annual Rate Adjustment 
 
 7.1 Description of PBR Program 
 
 The Company’s PBR program replaces traditional cost of service ratemaking with an 

incentive-based mechanism.  The PBR program includes price cap, earnings sharing and 
exogenous components.  The price cap component limits the change in base rates to the 
rate of input price inflation representative of the gas distribution industry less offsets for 
productivity and a consumer dividend.  The earnings sharing component provides for 
sharing of earnings that are outside symmetrical bands above and below Bay State’s 
authorized Return on Equity.  The exogenous cost component allows the Company to 
reflect costs or credits in the PBR mechanism that derive from unanticipated events that 
are beyond Bay State’s direct control. 
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 7.2 Definitions 
 
  (1) Average Unit Price shall be the price per therm calculated by dividing the 

total base revenues for the Customer Class for the Prior Year by the 
normalized annual throughput for the class for the Prior Year. 

   (2) Basis Point shall be one one-hundredth of a percentage point. 

  (3) Consumer Dividend is the benefit to consumers of future productivity gains 
attributable to performance-based ratemaking for Bay State’s services as 
established by the Department in D.T.E. 05-27. 

  (4) Earnings Sharing Bandwidth is the percentage range equal to 400 Basis 
Points below the percentage Return on Equity authorized by the Department 
to 400 Basis Points above the percentage Return on Equity authorized by the 
Department in D.T.E. 05-27. 

  (5) Exogenous Events are occurrences that have a material and disproportionate 
impact on Bay State that are beyond the Company’s control and are not 
otherwise reflected in the PBR formula. 

  (6) Input Price Trend is the measure of change in the prices for all inputs used 
to provide regulated gas distribution services. 

  (7) Productivity Trend is the measure of change in productivity associated with 
providing regulated gas distribution services. 

  (8) Return on Equity is the allowed rate of return on equity as established in 
D.T.E. 05-27. 

  (9) X Factor is the productivity growth index as established by the Department in 
D.T.E. 05-27. 

  (10) Z Factor is the sum of the cost impacts of material Exogenous Events. 
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 7.3 PBR Price Cap Adjustment Formula 
 

(ZREV + ESMREV) PBR_CAPT = (GDPPIT-1 – X) + 
(BASE_REVT-1 - SIR_REVT-1)

 
 and: 
            n=i  e=j 

BASE_REVT-1 = ΣΣ    
 x BDn,e

 

            n=1   e=1 

 

  
 and: 
      n=i      e=j 

SIR_REVT-1 = ΣΣ  
x BDn,e

 

     n=1     e=1 
 
 and: 
 
 X = TFPTGDI-US + IPTGDI-US + CD 
 
 Where: 
 

PBR_CAPT The percentage change in the Average Unit Price for all Rate Schedules 
pursuant to Bay State’s PBR Program. 

n,eBRT-1

n,e
BR_SIRT-1
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GDPPIT-1 The average annual percentage change in the United States Gross 
Domestic Product Price Inflation for the four most recent quarterly 
reporting periods as of the second quarter of the Calendar Year as 
published by the United States Department of Commerce. 

X The productivity or X Factor, which shall be the sum of the Productivity 
Trend differential, Input Price Trend differential, and the Consumer 
Dividend, as established by the Department in D.T.E. 05-27. 

ZREV The sum of cost impacts of all Exogenous Events, positive or negative, 
as provided for in Section 7.5. 

ESMREV The earnings to be shared with customers under the mechanism specified 
in Section 7.7. 

BASE_REVT-1 The base revenues calculated by multiplying each Base Rate Element 
shown in Column (B) of the Currently Effective Rate Adjustment Table 
in Section 11 for each Company Rate Schedule, by the corresponding 
weather-normalized billing determinants for the most recent Calendar 
Year. 

SIR_REVT-1 The SIR Revenues calculated by multiplying each SIR Base Rate shown 
in Column (C) of the Currently Effective Rate Adjustment Table in 
Section 11 for each Company Rate Schedule by the corresponding 
weather-normalized billing determinants for the most recent Calendar 
Year.  

I The total number of firm Rate Schedules to which the ABRAM is 
applicable. 

J The total number of Base Rate Elements for Rate Schedule n. 
n,e BR
T-1

 The Base Rate Element e shown in Column (B) of the Currently 
Effective Rate Adjustment Table in Section 11.0 for Rate Schedule n. 
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BDn,e
 

The most recent Calendar Year weather-normalized billing determinants 
in therms corresponding to Base Rate Element e applicable to Rate 
Schedule n. 

n,e BR_SIR 
T-1

 The SIR Base Rate e shown in Column (C) of the Currently Effective 
Rate Adjustment Table for Rate Schedule n. 

TPTGDI-US The total Productivity Trend differential between the gas distribution 
industry in the Northeast and the overall United States economy as 
approved by the Department in D.T.E. 05-27. 

IPTGDI-US The total Input Price Trend differential between the gas distribution 
industry in the Northeast and the overall United States economy, as 
approved by the Department in D.T.E. 05-27. 

CD The Consumer Dividend, as approved by the Department in D.T.E. 05-
27. 

  
 7.4 PBR Annual Rate Adjustment 

   
The Company may apply a non-uniform percentage change to each Base Rate Element of 
each firm Rate Schedule so long as the change in the Average Unit Price for the 
Customer Class is equal to the PBR Price Cap Adjustment.  For purposes of calculating 
the Average Unit Price, the Company shall employ the weather-normalized billing 
determinants for the previous Calendar Year.  The maximum percentage change to any 
individual Base Rate Element pursuant to the PBR mechanism shall be the higher sum of 
the GDP-PI and the PBR Price Cap Adjustmentand the X Factor. 

 
 7.5 Exogenous Events 
 
 The costs and/or cost reductions associated with unforeseen Exogenous Events that are 

beyond Bay State’s control that occurred during the most recent Calendar Year and that 
are not reflected in the elements of the PBR price cap formula may be included in the 
PBR mechanism through the Z Factor.  Examples of Exogenous Events are changes in 
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tax laws that uniquely affect the local gas distribution industry, changes in accounting 
rules that uniquely affect the local gas distribution industry, and regulatory, legislative or 
judicial actions that uniquely affect the local gas distribution industry.  Only material 
Exogenous Events, i.e. with cost impacts in excess of $600,000 positive or negative, shall 
be reflected in the Z Factor.  The eligibility of the cost impacts of Exogenous Events for 
inclusion in the Z Factor shall be reviewed by the Department. 

 
 7.6 Revenue Exclusions 
 
 Base Rate revenue requirement items that are recovered through separate tracking 

mechanisms shall be excluded from the price indexing formula.  The Company’s SIR 
program costs described in Section 9 and Pension and Benefit Costs recovered through 
the Local Distribution Adjustment Clause shall be excluded from the PBR program. 

 
 7.7 Earnings Sharing 
 
 An Earnings Sharing component of the PBR program provides the Company and its 

Customers with protections in the event that the productivities achieved under the 
proposed program deviate materially from those anticipated and reflected in the PBR 
Price Cap Formula.  In the event that the Company’s actual Return on Equity for any 
annual period beginning January 1st of the years 2006 through the term of the PBR 
program is outside of the Earnings Sharing Bandwidth, the difference between actual 
earnings and earnings calculated at the authorized Return on Equity shall be shared 75% 
to the Company and 25% to Customers.  There shall be no earnings sharing when the 
Company’s actual Return on Equity falls within the Earnings Sharing Bandwidth.  The 
Company’s net income and year-ending common equity balances as reported in its annual 
report to the Department shall be used to calculate the level of earnings sharing. 

 
 7.8 Information to be Filed with the Department 
 
 On or before June 1st of each year, the Company shall file information and supporting 

schedules with the Department necessary for the Department to review and approve the 
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PBR Base Rate Adjustment to be included in the ABRAM for the subsequent Rate Year.  
Such information shall include the results of the calculation of the PBR Price Cap 
Adjustment Formula, descriptions and accounting of any Exogenous Events, and an 
earnings sharing calculation. 

 
 
8.0 Calculation of Energy Efficiency Adjustment Factor 
 
 8.1 Applicability 
 
 The volumetric rates for firm Customer Classes that participate in the Company’s energy 

efficiency programs shall be further adjusted to reflect the annualized impact of energy 
efficiency programs on the therm gas use of firm Customer Classes for the previous 
Calendar Year.  The adjustment shall be calculated on a percentage basis for each Base 
Rate Element. 

 
 8.2 Determination of Energy Efficiency Savings 
 
 The Company shall calculate the therm gas use impact of the energy efficiency measures 

installed during the previous Calendar Year.  The therm savings shall be annualized to 
reflect a full year’s impact.  The annualized therm savings shall be broken down by 
Customer Class and further disaggregated by Peak Period and Off-peak Period and by 
head and tail block, where applicable.   

 
 8.3 Energy Efficiency Adjustment Factor Formula 
 
 Percentage      Therms 

n,e BDn,e
 EE_ADJT 

= 
BDn,e  – EEn,e

 

  –  1 

    
Where: 
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n,e EE_ADJT The Energy Efficiency Adjustment Percentage for Base Rate Element 

e applicable to Rate Schedule n for the Rate Year. 

BDn,e
 

The most recent Calendar Year weather-normalized billing 
determinants in therms corresponding to Base Rate Element e 
applicable to Rate Schedule n. 

EEn,e
 

The annualized Energy Efficiency savings in therms for the most recent 
Calendar Year associated with Base Rate Element e applicable to Rate 
Schedule n. 

 
 8.4 Information to be Filed with the Department 
 
 On or before June 1st of each year, the Company shall file information and supporting 

schedules with the Department necessary for the Department to review and approve the 
Energy Efficiency Adjustment to be included in the ABRAM for the subsequent Rate 
Year.  Such information shall include a description of the energy efficiency measures 
installed and associated therm savings by Rate Schedule. 

 
 
9.0 Calculation of SIR Base Rate Adjustment 
 
 9.1 Description of SIR Program 
 
 The Company’s SIR program provides for the accelerated replacement of aging steel 

infrastructure in order to maintain safe and reliable service.  The costs associated with the 
program less any operations and maintenance (“O&M”) expense savings are recovered 
through the ABRAM. 
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 9.2 Definitions 
 
  (1) Accelerated Gross Plant Investments are the capitalized cost of SIR plant 

investments including applicable overhead recorded on the Company’s books 
that exceed the Non-Accelerated Investment Threshold. 

  (2) Accumulated Deferred Income Taxes is the net reduction in Federal income 
and State franchise taxes associated with the use of accelerated depreciation 
allowed for income tax purposes. 

  (3) Accumulated Reserve for Depreciation is the net credit balance arising from 
the provision for Depreciation. 

  (4) Carrying Costs are the costs incurred by the Company to finance investments 
in Eligible Facilities prior to inclusionfrom the time those facilities are put in 
service to the time included in the SIR Base Rate Adjustment mechanism 

  (5) Depreciation Expense is the return of the Company’s investment in Rate 
Base at established annual rates as approved by the Department in D.T.E. 05-
27. 

  (6) Eligible Facilities are those facilities in connection with the projects 
undertaken by the Company to replace bare and unprotected coated steel 
distribution mains on an accelerated basis. 

  (7) Non-Accelerated Investment Threshold is the typical annual level of steel 
infrastructure replacement investment as established by the Department in 
D.T.E. 05-27. 

  (8) Rate Base is the investment value upon which Bay State is permitted to earn 
its authorized rate of return. 

  (9) Property Tax Rate is the composite property tax rate paid by the Company 
calculated in its most recent base rate proceeding as the ratio of total annual 
property taxes paid to total net plant in service. 
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  (10) SIR Savings are the O&M expense savings realized by the Company 
attributable to the facilities installed under the SIR Program. 

 
 9.3 SIR Investments 
 
 SIR Investments are the costs of Eligible Facilities and shall include the costs of main 

replacement projects including any connected facilities such as services, meters or 
regulators that must be installed or replaced to enable the main replacement to become 
operational.  SIR Investments may include investments in one or more of the following 
plant accounts: 

 
   (1)  Account No. 367, Transmission Mains 
   (2)  Account No. 376, Distribution Mains 
   (3)  Account No. 380, Distribution Services 
   (4)  Account No. 381, Meters 
   (5)  Account No. 382, Meter Installations 
   (6)  Account No. 383, House Regulators 
   (7)  Account No. 385, Industrial Measuring and Regulating Equipment 
 
 9.4 Eligible SIR Revenue Requirements 
 
 Eligible SIR Revenue Requirements shall include depreciation, property taxes, return and 

associated income taxes associated with total SIR Investments made since the initiation 
of the SIR program.  Carrying Costs on SIR Investments from the time each investment is 
placed into service until recovery begins shall also be considered Eligible SIR Revenue 
Requirements. 

 
 9.5 Eligible SIR Savings 
 
 Eligible SIR Savings shall be the lower O&M expense associated with reduced leak 

repair activity and shall be reflected as an offset to SIR Revenues Requirements.  Eligible 
SIR Savings shall be calculated based on the reduction in the number of leak repairs and 
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the associated O&M offset to the avoided costs of leak repairs. 
 
 9.6 SIR Revenue Requirements Formula 
 
 SIR_REVT = (RBSIR x PTRR) + DEPRSIR + PTMSSIR + CCSIR  – SAVSIR 
 
 and: 
 
 RBSIR = AGPSIR – ARDSIR – ADITSIR 
 
 Where: 
 

SIR_REVT The SIR Revenue Requirements for the Rate Year. 

RBSIR The Rate Base associated with the SIR Program as of the end of 
the Calendar Year preceding the Rate Year. 

PTRR The pre-tax rate of return as established by the Department in 
D.T.E. 05-27. 

DEPRSIR The depreciation expense associated with the accumulated plant 
investment in the SIR Program. 

PTMSSIR The property taxes calculated based on the accumulated net plant 
investment in mains and services associated with the SIR Program 
multiplied by the Property Tax Rate. 

CCSIR Carrying Costs calculated monthly as the product of the 
Company’s pre-tax rate of return as approved in D.T.E. 05-27 
multiplied by the Eligible Accelerated Gross Plant Investments 
associated with SIR Program plant placed in service, but not yet 
recovered through rates. 

SAVSIR The total Eligible SIR Savings associated with reduced leak repair 
activity, as defined in Section 9.5. 
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AGPSIR The Accelerated Eligible Gross Plant Investments associated with 
the SIR Program as of the end of the Calendar Year preceding the 
Rate Year. 

ARDSIR The Accumulated Reserve for Depreciation associated with the 
SIR Investments as of the end of the Calendar Year preceding the 
Rate Year. 

ADITSIR The Accumulated Deferred Income Taxes associated with the SIR 
Investments as of the end of the Calendar Year preceding the Rate 
Year. 

 
 9.7 SIR Base Rate Adjustment 
 
 The SIR Revenue Requirements shall be recovered from Customers through each Base 

Rate Element of the Company’s firm Rate Schedules by applying a SIR Base Rate 
Adjustment to each existing Base Rate Element excluding the SIR Base Rate for the Prior 
Year.  The SIR Base Rate Adjustments shall be derived by allocating the overall SIR 
Revenue Requirements to each Base Rate Element by the percentage of Prior Year total 
distribution base revenues associated with each Base Rate Element.  The resulting 
revenues by each Base Rate Element are then divided by the corresponding weather-
normalized billing determinants for the Prior Year to derive the SIR Base Rate 
Adjustment.  

 
 9.8 Annual SIR Budget 
 
 In conjunction with its annual ABRAM filing each year, the Company shall provide the 

Department with a description of the SIR projects that it expects to complete during the 
current construction cycle and to include in the SIR Base Rate Adjustment for the 
following year.  In addition, the Company will estimate the gross plant investment 
associated with each project.  The list of projects and associated cost estimates shall be 
based on information available to the Company at the time it prepares the Annual SIR 
Budget and shall be provided for informational purposes.  The specific projects 
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undertaken during the current construction cycle and the associated cost of each project 
may vary due to circumstances and information that are not known by the Company at 
the time that the Annual SIR Budget was prepared. 

 
 9.9 Information to be Filed with the Department 
 
 On or before June 1st of each year, the Company shall file information and supporting 

schedules with the Department necessary for the Department to review and approve the 
SIR Revenue Requirements and the SIR Base Rates to be included in the ABRAM for the 
subsequent Rate Period.  Such information shall include descriptions of all SIR 
Investments and the results of the calculation of the SIR Revenue Requirements Formula 
for the Rate Year.  The Company shall also describe any factors that affected changes to 
the list of projects undertaken from those identified to the Department in the Company’s 
Annual SIR Budget filed the previous year as well as any material variances in the 
project costs. 

 
 
10.0 Information Required to be Filed with the Department 
 

Information pertaining to all of the components of the Annual Base Rate Adjustment 
Mechanism is to be filed with the Department as specified in Sections 7, 8 and 9.  In 
addition, the Company shall file revised tariff sheets reflecting the impact of applying the 
base rate changes provided for herein. 
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11.0 Currently Effective Rate Adjustment Table 
 

 Previously Effective Rates Currently Effective Rates 

Customer Class  
And Charge 

 
Base Rate 

 SIR  
Base Rate 

Base Rate 
w/o SIR 

Base Rate 
PBR ADJ 

% 

PBR 
Adjusted 
Base Rate  

Energy 
Eff. %  

SIR  
Base 
Rate  

TOTAL Base 
Rate 

 Note 1/ Note 2/ (B) – (C) Note 3/ (1+E) * (D) Note 4/ Note 5/ (F) x (1 + G) + (H)
(A) (B) (C) (D) (E) (F) (G) (H) (I) 

R-1         
  Customer Charge $11.60 TBD $11.60 TBD TBD TBD $0.00 $11.60
  Peak 0-12 therms 0.2393 TBD 0.2393 TBD TBD TBD 0.0000 0.2393
  Peak 12+ therms 0.1928 TBD 0.1928 TBD TBD TBD 0.0000 0.1928
  Off-Peak 0-10 therms 0.2393 TBD 0.2393 TBD TBD TBD 0.0000 0.2393
  Off-Peak 10+ therms 0.1928 TBD 0.1928 TBD TBD TBD 0.0000 0.1928
     
R-2         
  Customer Charge $6.25 TBD $6.25 TBD TBD TBD $0.00 $6.25
  Peak 0.1158 TBD 0.1158 TBD TBD TBD 0.0000 0.1158
  Off-Peak  0.1158 TBD 0.1158 TBD TBD TBD 0.0000 0.1158
     
R-3     
  Customer Charge $12.10 TBD $12.10 TBD TBD TBD $0.00 $12.10
  Peak 0-125 therms 0.3183 TBD 0.3183 TBD TBD TBD 0.0000 0.3183
  Peak 90+ therms 0.2224 TBD 0.2224 TBD TBD TBD 0.0000 0.2224
  Off-Peak 0-125 therms 0.3183 TBD 0.3183 TBD TBD TBD 0.0000 0.3183
  Off-Peak 30+ therms 0.2224 TBD 0.2224 TBD TBD TBD 0.0000 0.2224
     
R-4         
  Customer Charge $6.25 TBD $6.25 TBD TBD TBD $0.00 $6.25
  Peak 0.0708 TBD 0.0708 TBD TBD TBD 0.0000 0.0708
  Off-Peak  0.0708 TBD 0.0708 TBD TBD TBD 0.0000 0.0708
     
OL         
  Per Light per Month $2.58 TBD $2.58 TBD TBD TBD $0.00 $2.58
     
G-40         
  Customer Charge $19.00 TBD $19.00 TBD TBD TBD $0.00 $19.00
  Peak 0.3090 TBD 0.3090 TBD TBD TBD 0.0000 0.3090
  Off-Peak  0.3090 TBD 0.3090 TBD TBD TBD 0.0000 0.3090
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 Previously Effective Rates Currently Effective Rates 

Customer Class  
And Charge 

 
Base Rate 

 SIR  
Base Rate 

Base Rate 
w/o SIR 

Base Rate 
PBR ADJ 

% 

PBR 
Adjusted 
Base Rate  

Energy 
Eff. %  

SIR  
Base 
Rate  

TOTAL Base 
Rate 

 Note 1/ Note 2/ (B) – (C) Note 3/ (1+E) * (D) Note 4/ Note 5/ (F) x (1 + G) + (H)
(A) (B) (C) (D) (E) (F) (G) (H) (I) 

     
     
G-50         
  Customer Charge $19.00 TBD $19.00 TBD TBD TBD $0.00 $19.00
  Peak 0.2818 TBD 0.2818 TBD TBD TBD 0.0000 0.2818
  Off-Peak  0.2818 TBD 0.2818 TBD TBD TBD 0.0000 0.2818
     
G-41         
  Customer Charge $65.00 TBD $65.00 TBD TBD TBD $0.00 $65.00
  Peak 0.1920 TBD 0.1920 TBD TBD TBD 0.0000 0.1920
  Off-Peak  0.1216 TBD 0.1216 TBD TBD TBD 0.0000 0.1216
     
G-51         
  Customer Charge $65.00 TBD $65.00 TBD TBD TBD $0.00 $65.00
  Peak 0.1774 TBD 0.1774 TBD TBD TBD 0.0000 0.1774
  Off-Peak  0.0826 TBD 0.0826 TBD TBD TBD 0.0000 0.0826
     
G-42         
  Customer Charge $213.00 TBD $213.00 TBD TBD TBD $0.00 $213.00
  Peak 0.1794 TBD 0.1794 TBD TBD TBD 0.0000 0.1794
  Off-Peak  0.0778 TBD 0.0778 TBD TBD TBD 0.0000 0.0778
     
G-52         
  Customer Charge $213.00 TBD $213.00 TBD TBD TBD $0.00 $213.00
  Peak 0.1682 TBD 0.1682 TBD TBD TBD 0.0000 0.1682
  Off-Peak  0.0657 TBD 0.0657 TBD TBD TBD 0.0000 0.0657
     
G-43         
  Customer Charge $781.00 TBD $781.00 TBD TBD TBD $0.00 $781.00
  Peak 0.0507 TBD 0.0507 TBD TBD TBD 0.0000 0.0507
  Off-Peak  0.0193 TBD 0.0193 TBD TBD TBD 0.0000 0.0193
  Peak Demand 2.1586 TBD 2.1586 TBD TBD TBD 0.0000 2.1586
  Off-Peak Demand 0.6713 TBD 0.6713 TBD TBD TBD 0.0000 0.6713
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 Previously Effective Rates Currently Effective Rates 

Customer Class  
And Charge 

 
Base Rate 

 SIR  
Base Rate 

Base Rate 
w/o SIR 

Base Rate 
PBR ADJ 

% 

PBR 
Adjusted 
Base Rate  

Energy 
Eff. %  

SIR  
Base 
Rate  

TOTAL Base 
Rate 

 Note 1/ Note 2/ (B) – (C) Note 3/ (1+E) * (D) Note 4/ Note 5/ (F) x (1 + G) + (H)
(A) (B) (C) (D) (E) (F) (G) (H) (I) 

     
     
     
     
     
G-53         
  Customer Charge $781.00 TBD $781.00 TBD TBD TBD $0.00 $781.00
  Peak 0.0507 TBD 0.0507 TBD TBD TBD 0.0000 0.0507
  Off-Peak  0.0193 TBD 0.0193 TBD TBD TBD 0.0000 0.0193
  Peak Demand 2.1586 TBD 2.1586 TBD TBD TBD 0.0000 2.1586
  Off-Peak Demand 0.6713 TBD 0.6713 TBD TBD TBD 0.0000 0.6713
  
 
 
Notes: 1/  From Column (I) of the previous year’s Annual Base Rate Adjustment Filing Rate Table. 
 2/  From Column (H) of the previous year’s Annual Base Rate Adjustment Filing . 
 3/  Calculated in accordance with Section 7.3 and Section 7.4. 
 4/  Calculated in accordance with Section 8.3. 
 5/  Calculated in accordance with Section 9.7. 
 TBD – To be determined initially in the Company’s first Annual Base Adjustment Mechanism filing. 
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: August 11, 2005 

 
Responsible: Danny G. Cote, General Manager 

 
BULK ATTACHMENT 
 
RR-DTE-136: Regarding the first page of the summary attachments to responses to DTE-3-22 and 

DTE-3-27, for each project provide supporting workpapers detailing how the pre-
construction IRR and the actual post-construction IRR was calculated. 
 
 

Response:    Please see Attachment RR-DTE-136 (a) for the pre-construction internal rate of returns 
(“IRR”) and post-construction IRRs calculated for projects listed in DTE-3-22 Revised.  
Please see Attachment RR-DTE-136 (b) for the pre-construction IRRs and post-
construction IRRs calculated for projects listed in DTE-3-27 Revised. 

   
 Each attachment consists of a summary sheet including the internal hurdle rates (Col. 

4), pre-construction IRRs (Col. 5) and post-construction IRRs (Col. 12and is followed 
by a cover sheet / identifier page, a post-construction IRR work-paper and, when 
available, the original pre-construction IRR work-papers for each project listed in DTE-
3-22 Revised and DTE-3-27 Revised. For projects where detailed pre-construction 
IRRs are not available a copy of the project’s authorization sheet, with the original 
posting of the IRR that was calculated at the time the project was proposed and 
approved, is provided. 

 
 For example, for Attachment RR-DTE-136 (a), the first page in the attachment is the 

summary sheet labeled “Revenue Producing Plant Additions, Account 367 (Mains) > 
$100K” followed by the cover sheet for the project with the assigned list number 1, 
West Springfield / ConEd, on Attachment DTE-3-22 Revised. As such, the cover sheet 
has been labeled: 

 
Attachment RR-DTE-136 (a) 

 
Revenue Producing Plant Additions 

Account 367 (Mains) >$100K 
 

List No. 1 (on DTE-3-22 Revised) 
 

For Attachment RR-DTE-136 (b), the first page in the attachment is the summary sheet 
labeled “Revenue Producing Plant Additions, Account 367 (Mains) > $50K and < 
$100K” followed by the cover sheet for the project with the assigned list number 1, 
Lawrence / Clifton Street, on Attachment DTE-3-27 Revised. As such, the cover sheet 
has been labeled: 

 



Bay State Gas Company’s Response to RR-DTE-136 
D.T.E. 05-27 

Page 2 of 2 
 
 

Attachment RR-DTE-136 (b) 
 

Revenue Producing Plant Additions 
Account 367 (Mains) > $50K and < $100K 

 
List No. 1 (on DTE-3-27 Revised) 
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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: August 11, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-144: Determine if Northern contributed to its portion of the invoice from Coler & 
Colantonio. 

 
 

Response:    There were no dollars allocated to Northern for the expenses associated with the 
building blue prints provided by Coler & Colantonio.  Bay State will correct this 
matter in August and book a portion of the expenses (see Attachment RR-DTE-
144) to Northern.  Further, the Company will reflect this credit to its next rate case 
expense update filed every two weeks as part of DTE-15-58 (i.e., the charges 
associated with Coler & Colantonio will be reduced by the amount allocated to 
Northern). 

 



Bay State Gas Company
D.T.E. 05-27

Attachment RR-DTE-144

Billing Period Amount
$

06/27/04 - 07/31/04 3,594
08/01/04 - 08/28/04 13,163
08/29/04 - 10/02/04 1,208
10/03/04 - 10/30/04 385
10/31/04 - 11/27/04 414
Total Coler & Colantonio Expenses 18,764

Percent Allocated to Northern 16.40%

Total Amount Allocated to Northern 3,077.00$  

Coler & Colantonio, Inc.
Project Number 65-20.00

Bay State Gas Company
Rate Case Expense



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: August 11, 2005 

 
Responsible: Danny G. Cote, General Manager 

 

RR-DTE-149: Similar to RR-DTE-105 (Cote), perform an incremental analysis for project list # 7 to 
establish the cost associated with installing a bigger pipe (the addition plus the added 
cost of 6-inch to 8).  

 
 

Response:    The project identified in list 7 (The West Side Uprate) described the replacement of 
1,941 feet of 6” bare steel main with 8” coated steel main. In addition, 1,394 feet of 8” 
coated cathodically protected steel main was installed to provide for increased system 
pressure and capacity. 
 
The incremental portion of the cost per foot to replace the 6” bare steel with 8” coated 
cathodically protected steel  (as apposed to replacing the 6” bare steel with 6” coated 
cathodically protected steel) is $7.23 per foot based on 2005 construction and material 
costs as shown in RR-DTE-105 (Cote).  Thus, the total cost of increasing the diameter 
from 6” to 8” over the 1,941 feet replaced is $14,033. 
 
Further, the additional 1,394 feet of 8” coated steel was installed at the average cost 
per foot of this project, which was $142.45. Thus the 1,394 feet that was not direct 
replacement (as show above) represented a portion of the project amounting to 
$198,595.  
 
Therefore, the combination of increased pipe diameter and pipe length needed in this 
project to meet our system design needs was done at an incremental cost of $212,628 
as compared to a direct replacement of the existing 6” steel main. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: August 11, 2005 

 
Responsible: Danny G. Cote, General Manager 

 

RR-DTE-157: Provide a portion of any technical manual that describes, in detail, the various types of 
corrosion. 

 
 

Response: Attachment RR-DTE-157 contains an excerpt from a NACE Handbook entitled Forms 
of Corrosion Recognition and Prevention.  The excerpt describes, in detail, the eight 
forms of corrosion.  



I,..J." ~

Attachment RR-DTE-157
Page 1 of 3



roding surface. All metals are subject to this type of attack
under some conditions. It is the most desirable form of cor-
rosion insofar as it lends itself most easily to predicting the
life of equipment.

2. Localized Corrosion. In localized attack, all or most of
the metal loss occurs at discrete areas. Pitting may occur
on a freely exposed surface of a metal or alloy where the
surface is non-homogeneous [has local cells set up by
metallurgical differences (composition and structure of the
metal)] under deposits of foreign matter or at imperfections
in a film or coating.

Crevice corrosion is a particular form of pitting, usually
induced between faying surfaces (e.g., nuts and bolts,
riveted joints, threaded connections, flange surfaces, etc.),
usually due to localized differences in the environment, for
example, oxygen concentration cells or metal ion cells.

3. Galvanic CofTOSion. This type of attack is occasioned
by electrical contact between dissimilar conductors in an
electrolyte (e.g., copper and steel In water). The intensity of
corrosion depends primarily on the difference in solution
potential between the materials - the further apart in the
Galvanic Series, the greater the possible corrosion of the
anodic member of the galvanic couple - and secondarily
on the effects of relative area and geometry. Conductive
films may also cause a galvanic effect on metals (e.g.,
Fe3O., "magnetite" or "mill-scale" on steel; lead sulfate
films on lead in sulfuric acid), and conductive nonmetals
like carbon can function as cathodes to metallic anodes.

THE PURPOSE of this manual Is to introduce the reader to
the eight forms of corrosion and to illustrate their macro-
and micro-appearance as they occur in conventional
engineering metals and alloys. Diagrams are occasionally
employed to illustrate mechanisms, but photographs and
photomicrographs are employed wherever possible,
together with Case Histories In sufficient detail to enable
understanding of the particular problems and the means
taken to ameliorate the situations.

The editor and authors have elected to follow the
classifications of corrosion popularized by Dr. Mars G. Fon-
tana,l except that crevice corrosion and pitting are con.
sidered in one category (i.e., Localized Corrosion), permit-
ting the use of the eighth grouping to embrace certain high
temperature phenomena.

The eight forms of corrosion overlap to some extent. For
example, De-Alloying (sometimes called Parting Corrosion
in older texts) may follow a uniform mode (e.g., "layer-type
dezinclfication") or may be highly localized (e.g., "plug-type
dezinciflcatlon"). Galvanic or "Two-Metal" corrosion may
manifest itself either as general or uniform corrosion or as
localized attack, depending upon geometry and conductivi-
ty in a specific situation. One type of corrosion may
mitigate another, as when erosion~orrosion of heat ex-
changer tubes at the inlet end is diminished by the galvanic
influence of the water-box.

In the following c~ters, phenomena which are not
clearly identified as belonging to one of the eight
categories have been assigned to a particular chapter by
mutual agreement between the editor and authors.

Fonns of Corrosion
The eight forms of corrosion (Figure 0.1) may be divided

into three categories:
Group I - Those readily identifiable by visual ex.

amlnatlon.
Group /I - Those which may require supplementary

means of examination.
Group III - Those which usually should be verified

by microscopy of one kind or another
(optical, scanning electron, etc.). These
are sometimes apparent to the naked
eye.

Group I
1. Uniform Corrosion. This type of general corrosion is

characterized by an even, regular loss of metal from the cor-

Group II
1. Velocity Effects. Eroslon-corrosion is attack acceler-

ated by high velocity flow,. either washing away otherwise
protective films or mechanically disturbing the metal itself.
The true nature of the attack, especially the differentiation
of the effects of particulate matter in the stream, may re-
quire supplementary microscopy, despite the character-
istic flow patterns visible to the naked eye.

Cavitation is a special form of attack, damage caused by
the collapse of bubbles formed at areas of low pressure In a
flowing stream.

Fretting is caused by vibratory relative motion of two sur-
faces in close contact under load. The nature of the wear
and determination of the presence of minute oxidation
products may require microscopic examination.

2. Intergranular Corrosion. Preferential attack of small
areas at the grain boundaries in the metal structure may

1
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permit physical removal of whole grains ("sugaring"),
although only a small amount of metal is actually dis-
solved. This may be apparent to the naked eye, but more
often optical microscopy at least is required to confirm the
mode of attack.

3. De-Alloying Corrosion. This type of corrosion is the
selective dissolution of one component of an alloy, for ex-
ample, zinc from yellow brass, leaving a pseudomorph of
the original artifact. Because the dimensions are substan-
tially unchanged, mechanical probing or microscopy is
usually required as a supplement to the visual inspection.

Group 1/1
1. Cracking Phenomena. These include both corrosion

fatigue, a mechanical phenomenon enhanced by non-
specific corrosive environments, and environmental crack-
ing, in which a brittle failure is induced in an otherwise duc-
tile material under tensile stress in an environment specific
for the alloy system. Environmental cracking is a broad
category, which the editor and authors have decided should
embrace true stress corrosion cracking, hydrogen induced
cracking of various kinds, and liquid metal cracking.I" Any
cracking type failure should be diagnosed using at least 0p-
tical microscopy. A scanning electron microscope is a valu-
able tool for differentiating the more obscure forms of at-
tack, such as intergranular stress corrosion cracking from
hot-short cracking, and transgranular SCC from corrosion

fatigue.
2. High Temperature Corrosion. Although this can

sometimes be identified by simple visual observation, more
often a microscopic examination is required. This Is due to
subsurface phenomena within the matrix of the alloy, as
well as obscured relations at the interface of the alloy witt
the surface films formed in many high temperature ex

posures.
3. Microbial Effects. Certain types of bacteria 01

microbes can Influence corrosion when their metabolisrr
produces corrosive species in an otherwise innocuous en
vironment, or when they produce deposits which can leac
to electrochemical attack. Most often, the ultimate effect I~
some form of localized corrosion, but a biochemica
analysis is required (rather than simple microscopy) to iden
tify the offending organism.
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